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System Work Initiated By Cash Questionnaire
By R. A. DALRYMPLE

IF

only an accountant would view his
engagement with the same intensive
interest that he would use were the
client his own, he should be able to find
many quite unexpected opportunities for
rendering service to the client that were
not anticipated when the engagement was
written.
The personal satisfaction that may be
derived from rendering constructive assistance to a client may not be any greater
than that from completing an audit in a
business-like and efficient manner, but it is
very likely that the client will remember the
former long after he has forgotten the
latter. A perfect audit is accepted as a
matter of course.
If an office be well organized, it is efficient, and if it is not efficient it may be in
need of adjustments with respect to its
routine, or assignment of duties to the
personnel. Certainly accountants are competent to judge as to the relative efficiency
of the client's staff, and they should also be
competent to make helpful suggestions with
respect to its increased effectiveness.
There could hardly be found any subject
in which the interest of the management
could be aroused more quickly than the
accounting for cash. The results disclosed
by the audit of cash and the investigation
as to the method of its accounting, afford
a natural and accessible avenue to the
management for the discussion of possible
improvements in the office routine and
methods. Furthermore, the accountant
may consider it almost certain that if
there be need of tightening up in the handling of cash there is also need of tightening
up in the accounting for receivables, inventories, plant repairs, pay-roll, or other
matters.
The accountant may not have complete
evidence as to the client's need with respect
to any of these subjects except cash, but
here the information should be complete

and convincing. By pressing upon the
attention of the management the facts
ascertained concerning the cash situation,
it is highly probable that an opportunity
will develop to correct the situation. In
so doing, further information more obscure
than cash, can be obtained and the scope of
the accountant's service thereby enlarged.
It must be apparent that neither the
firm nor the accountant in charge can take
much satisfaction in a report that states
that the client's system is in need of
adjustment, unless some effort is being
made toward accomplishment of the needed
changes. Each accountant should feel a
personal responsibility to exhaust all available means to correct undesirable conditions existing in a client's accounts and
office routine; he should consider the continuance of such conditions as a reflection
on both himself and the firm.
If the accountant, upon completing the
cash questionnaire, finds that his answer
to the question, "Does the situation permit
of irregularities?" must be "Yes" and the
treasurer, or other official, after discussion,
admits the accuracy of the accountant's
disclosures, stating that he has seen no
practical remedy, the client would be illserved if no plans for improvement were
offered.
In order to do this the accountant should
be very sure of his facts and have specific
information as to the nature and the extent
of the system deficiencies under discussion.
This assurance is obtained by applying the
instructions of technical procedure thus far
outlined pertaining to cash audits. He
should also be well grounded in the basic
principles involved and know the essentials
of systematic organization using internal
checks and controls.
There are certain broad principles which
govern the accountant in making his suggestions for adjustment and which are
generally adaptable.
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to him, the better for all concerned. These
duties should include the following:
Three essentials are to be looked for in a
(1) Accepting from sales clerks or sales
properly organized enterprise and dedepartment incoming cash and checks.
ficiencies can be traced to the fact that one
This should be a sole responsibility.
or more of these essentials have not been
(2) Recording and custody of these
given due consideration. They are as
receipts.
follows:
(3) Depositing daily all receipts intact
(1) A recognition of what functions may
into the possession of designated deposibe properly assigned to an individual, and
tories and furnishing the bookkeeper daily
what functions may not be so assigned.
with a carbon copy of the deposit slip.
(2) A methodical arrangement of the
(4) Recording all withdrawals from the
records, with mechanical aids, if needed,
bank.
whereby the functioning of each individual
(5) Reporting daily to the management
automatically checks and controls the
as to receipts, disbursements, balance of
functioning of the other.
cash on hand and where located.
(3) A provision for continuous, disThe following functions do not belong to
interested surveillance of the human equaone having custody of cash:
tion to afford assurance of the faithful
(1) Making sales or any allowance thereutility of the checks and controls provided.
on, and adjusting or writing off any acThese three points should be in mind
counts receivable.
when working on any system problem, and
(2) Making purchases or any adjustment
if it includes the handling of cash and its
or correction thereon.
accounting, these points must be given
(3) Making entries in or working on
fullest consideration, as slight lasting
accounts receivable, accounts payable, or
benefit can be accomplished without their
general ledgers.
recognition.
(4) Preparing pay-roll.
(5) Signing checks on the general checkASSIGNMENT OF FUNCTIONS
ing accounts.
(6) Reconciling the monthly bank stateThe following suggestions as to the
proper functions for cashier, bookkeeper ments of the general checking account.
and other members of a business office are
BOOKKEEPER
so obvious that they are common-place
and might be called almost axiomatic.
The proof of the control of all accounts
Nevertheless, the accountant constantly and records should be centered in the
finds in his practice minor and major in- bookkeeper. The following is a summary
fringements of these self-evident propri- of his duties and responsibilities:
eties. He then faces a condition wherein
(1) Posting, balancing and making statehis responsibility requires him to make a ments from the general ledger and subclear and convincing statement to his client sidiary ledgers and keeping said subsidiary
showing that these infringements present a ledgers in reconcilement with the general
constant menace, and are not mere trans- ledger accounts. This work may employ
gressions against the good form of the a number of individuals but the respontheoreticians.
sibility for the harmony and accuracy of
the whole set of books should be located in
CASHIER
one person.
The duties of this individual should be
(2) Passing customers' statements along
as simple and definite as possible and the to the sales department for them to deliver
less, cause for distraction that can be given to the customers.
ESSENTIALS OF SYSTEMATIC ORGANIZATION
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(3) Auditing creditors' statements, preparing settlements therefor, and reporting
all discrepancies in such accounts to the
purchasing department.
(4) Maintaining records in control of all
discounts and other deductions taken or
given.
(5) Reconciling bank accounts obtained
from the manager's office or from the bank
direct.
The following duties should not be assigned to the bookkeeper:
(1) Handling cash either general or
petty.
(2) Adjusting or writing off either accounts receivable or accounts payable.
SALES AND CREDIT DEPARTMENT

The sales department exists to make
sales and to maintain contact with the
trade and with the individual customer.
This latter contact with the customer should
not be relinquished until all difficulties are
adjusted and collection for the sale has
been made. The transaction has not been
completed until then. This is an important
basic principle but there are many infringements of it. It is well for the sales
department to do business with the trade
and for the cashier and bookkeeper to do
business with the sales department. The
following duties are natural corollaries of
the above stated general principle:
(1) Making the actual billing or assuming full responsibility for price and all
sale terms.
(2) Collecting open accounts, adjusting
all disputes and writing off all accounts
deemed uncollectible.
(3) Reporting on all these matters to
the bookkeeper with summaries to the
manager.
PURCHASING DEPARTMENT

Just as the sales department is expected
to make and keep a satisfactory contact
with the trade, so the purchasing department should obtain and hold a satisfactory
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source of supply. The following duties are
natural corollaries of this principle:
(1) Approving all income invoices and
authorizing payment of the same in accordance with agreed or contract terms.
(2) Adjusting all disputes with the
supplier.
(3) Reporting to the management and
the bookkeeper in regard to all these matters, being particular to pass along full
information concerning such exceptional
transactions as involve the trade-in of any
property, i.e., an automobile, a machine,
furniture or other equipment.
(4) Making or controlling sales of obsolete materials, by-products and scrap in so
far as they affect the source of raw materials.
OFFICE MANAGER

This title is merely suggestive and the
functions herein described may be attributed to one known by any of various
other titles. The following functions, however, should be the responsibility of one
who is at least on a par with those already
mentioned. His personal organization
may be large or small but the regular
routine should inform him of all particulars
of the business and, furthermore, these reports should come directly from the various departments and should be susceptible
of inter-reconcilement. This should be
accomplished without duplication of effort,
if possible, but it must be ever in mind
that a system does not "run" itself and that
a manager's office is the place for its most
impartial direction. There are certain
specific duties frequently assigned to the
cashier or bookkeeper which are better
disposed of elsewhere and which it would
be well to consider as adjuncts of the office
manager. They are as follows:
(1) Handling the petty cash fund. This
arrangement permits close supervision of
the expenditures and prevents the commingling of the fund with incoming currency and is practical if weekly and
monthly settlements are made by check of
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regular and frequently recurring items, thus
reducing both the volume and number of
currency disbursements. The next best
place for the petty cash is in the cashier's
office but in the hands of an assistant who
is subordinate to, but entirely independent
of, the cashier in his responsibility for the
fund. Wherever located, the fund should
be operated on an imprest basis and be
reimbursed by the exact sum paid out,
the vouchers being duly canceled. Accommodation cashing of checks should be
through the medium of this fund and the
checks should be deposited for collection
through the general bank account, reimbursement being made to the petty fund
in the regular manner. The bank should
be definitely instructed not to cash checks
purporting to have the endorsement of the
enterprise, as the office routine provides
for the obtaining of currency by means of
checks made to order of payee.
(2) Obtaining from the bank the
monthly statement and canceled checks for
delivery to the bookkeeper. This is a
desirable contact and should lead to the
maintenance of good banking service and
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office regularity. If this arrangement is
impracticable the bank should be instructed to deliver the statements and
checks direct to the bookkeeper.
(3) Preparing pay-roll. The paymaster
should be a subordinate of the manager's
office as this personal contact with the
employe should be as direct as possible.
The exact sum of the entire roll should be
obtained from either the cashier or directly
from the bank.
GENERAL

It is evident that the underlying principle of this assignment of functions is to
render both the cashier and the bookkeeper internal units of the organization,
and to round out fully the external contacts
of the sales, purchasing and managing
departments; to simplify the duties of the
cashier so that he is solely a custodian of
cash; and to assign to the bookkeeper the
proof of the correctness of all records and
reports. Responsibilities should thus dovetail and have no overlapping.
(To be Continued)
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System Work Initiated byCashQuestionnaire
BY R. A. DALRYMPLE
(Continued)
METHODICAL ARRANGEMENT OF RECORDS

provide a methodical arrangement
TOof records
which will utilize and localize

should be isolated from the other accounting work, should be simple in their structhe individual responsibility as delineated ture, and should include the minimum of
in the assignment of functions, which will items that are not strictly of a cash nature.
present in logical, formal accounting man- From these records should be obtained
ner the essential facts as to condition and readily and quickly the total debit to bank
progress made by the enterprise, is the and cash accounts and the credit to acduty and the opportunity of the ac- counts receivable and sundry other accounts for cash received; the credit to bank
countant.
The present demand for accounting in- and cash accounts and the debit to accounts
formation that is really illuminating, ac- payable and sundry other accounts for cash
curate, and of current value is a natural disbursed. The daily entries of the cashier
consequence of the keenly competitive con- should be explicit enough to meet all the
ditions of business. Such information can requirements of the bookkeepers for the inbe obtained and furnished to the executive, dividual accounts. It is essential that the
but the accounting methods of the past are structure of these records lend itself to an
efficient and rapid audit.
not adequate for this purpose.
A methodical arrangement of accounts
The general ledger should have all of the
designed to meet this situation is a vital accounts commonly found in a well conneed and amply repays its installation. In structed financial statement, arranged in
such an arrangement of records there will the same order as that in which they are to
be found a certain conventional means of be presented in the statements, and these
recording accounting data. The cash books accounts should be complete in themselves.
covering both receipts and disbursements Other accounts which are inconsequential,
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illogical, or extraneous with respect to said
statement should be grouped elsewhere.
A confused jumble of accounts in the
general ledger is usually a sure sign of confusion in both accounting and administrative departments of the enterprise.
The entries in this ledger should be such
that the current condition and the periodic
progress is clearly and accurately reflected.
When the affairs of an enterprise have
reached a position of any magnitude, it is
evident to an accountant that its executive
needs, and should have, frequent reports.
Annual and semiannual reports are not
sufficient to guide him in a wise, or even
safe, conduct of the business.
In order to set forth monthly the financial
condition of an enterprise, it is necessary to control the flow of merchandise
stocks and measure their exhaustion by the
amount of business done during the month.
The amount of business done should be
viewed analytically, so that the executive
will be able to plan departmental activities
of his business with respect to the varying
conditions of demand and availability of
his facilities.
The general ledger, in setting forth these
matters concisely and logically, has served
its purpose. Manifestly, the accounts as
presented for this purpose will represent
aggregates of many other accounts, all of
which will need to be properly arranged in
various subsidiary ledgers kept in control
by the accounts contained in the general
ledger. These subsidiary ledgers are of
great convenience in subdividing the work
and assigning specific responsibility to the
members of the accounting organization.
They also permit of as great an elaboration
and refinement of distribution of items as
the operations of the business may require
without introducing confusing details in
the general ledger.
A. subsidiary ledger for the grouping of
accounts receivable has been a familiar
adjunct of bookkeeping systems for many
years. A similar arrangement of detail
accounts for plant items, investments, inventories, factory operations, and other
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matters, as the individual case may warrant, proves equally useful and convenient
in operation. The accounts payable may
be carried in a subsidiary ledger, but a
voucher register, which insures an orderly
approval and audit of all expenditures with
an efficient method for their distribution, is
preferable.
In order to measure the flow of inventories and to be able to report the progress
of the business with respect to products
manufactured or traded in, it is necessary to systematize the compilation of
costs and analyze the sales. The first
essential in the matter of costs is the positive tying and linking in of all cost statistics used with entries actually existing in
the books of account. The next essential
is to insist on a consistency in definition of
products in all records and statistics pertaining to inventories, purchases, manufactured items, and sales, and these definitions should be so chosen that the costs are
susceptible to a current market comparison.
The third essential is to so utilize the component factors of cost, such as raw materials, labor, and operating burden, with
further analysis by specific productive
operations, that it may be possible to
measure the efficiency of the enterprise in
detail.
If these basic principles of cost finding
are thought out logically, and if the
management of the business recognizes the
importance of affording means for accurate
compilations of statistics in accordance
therewith, little difficulty remains in presenting the proper financial position and
progress. The accounting records establishing costs of goods manufactured or
traded in constitute the pivot on which
swings the control of inventory, internal
audit of pay-roll disbursements, knowledge
of profit or loss realized on each of the
various products handled, and plans for
future expansion or curtailment. The accountant should make it his first duty to
organize or perfect the means of acquiring
cost information where the need exists.
In making a practical application of these
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general principles of the nature of a
methodical arrangement of records, the
accountant cannot be too careful in first
acquainting himself with the procedure
already in use in the client's office and the
personnel employed therefor.
This is
necessary, inasmuch as some of the accountant's suggestions may prove acceptable and some may not, and hence, great
care is required in planning the correlation
of the new work with what is retained of
the old. The following questionnaire is
suggestive and answers to some of its
queries may lead to others not incorporated
therein. Such matters should be followed
through and included as a part of the
whole questionnaire. In general, the facts
covered in this list are deemed to be the
minimum necessary before the accountant
can consider his grasp of the client's present
method adequate for his needs in making
suggestions for its improvement.
SYSTEM QUESTIONNAIRE
A—Identification

(1) Name of client
(2) Standard classification of client's
(a) Major operations
(b) Minor operations, if any
(3) Location
(a) Principal office
(b) Factory or factories
(c) Sales office or offices
(4) Corporate relationships
(a) Name of parent company
(b) Names of related companies
(c) Names of subsidiary companies
B—General Organization

(1) Personnel of client
(a) Treasurer
(b) Assistant treasurer
(c) Comptroller
(d) Auditor
(e) Cashier
(f) General bookkeeper
(g) Accounts receivable ledger clerk
(h) Accounts payable ledger clerk or
voucher clerk
(i) What other persons are employed

(2)
(3)
(4)
(5)
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in the accounting department and
what are their duties?
(j) Sales manager
(k) Purchasing agent
(l) Head of cost department
(m) How many employes in this department ?
(n) Paymaster
(o) Chief storekeeper
(p) Head shipper
Who of the above list are bonded?
Indicate by (*)
What are the principal accounting
books of entry?
In what way, if any, are these records
deficient?
In what way, if any, is the account
classification inadequate or too inflexible for the client's needs?
C—Sales

(1) Who handles incoming orders?
(2) Who is responsible for shipment with
respect to
(a) Quantity
(b) Packing and addressing
(3) Who is responsible for the outgoing
invoice with respect to
(a) Typing
(b) Pricing
(c) F.O.B. point and amount of freight
(d) Extending and totaling
(4) Who is responsible for entry in sales
journal?
D—Purchasing

(1) Who orders materials?
(2) Who approves incoming invoices with
respect to
(a) Material as to
(1) Quality and condition
(2) Quantity
(b) Prices
(c) Extensions and total amount
(d) F.O.B. point and freight
(3) Who vouchers invoice for payment?
E—Stores

(1) What, if any, of the materials are not
under physical control?
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(2) Who is held responsible for quantity
and condition of inventories?
(3) If this responsibility is limited or
divided, state facts
(4) What is the nature of the perpetual
inventory record—bin card, ledger leaf,
or other?
(5) Who is responsible for it?
(6) What are the provisions for spot or
interim checks as to the accuracy of
this record?

(4)

(5)

F—Pay-roll

(1) Who is responsible for basic pay-roll
data such as
(a) Hours worked
(b) Quantity produced, if piece rates
are paid
(c) Rate of pay
(d) Extensions and footings
(2) Who makes disbursement?
(3) In what way is this disbursement safeguarded with respect to
(a) Safety of paymaster
(b) Actual delivery of pay to right employe
(c) Accounting for undelivered wages
(4) Is disbursement made in cash or
by check?
(5) Who is responsible for distribution of
labor costs?
G—Costing

(1) Is cost of goods manufactured ascertained by
(a) Job costs
(b) Continuous production costs
(c) Estimate or sample costs
(d) If other than above, state facts
(2) To what extent are the costs under the
control of the general books?
H—Present Conditions

(1) In what particulars are the duties and
responsibilities improperly distributed
among the personnel?
(2) What changes would you suggest in
this distribution?
(3) Are subsidiary records in agreement
with controls in the general ledger?
(a) State exceptions

(6)

(7)

(8)
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(b) What are the causes contributory
to this lack of control?
Is the accounting work under internal
audit control?
(a) In what respects, if any, is this
control ineffectual?
When were inter-company accounts
last reconciled?
(a) If this was not done at the last
closing date, what effort is being
made to bring them up to date?
(b) Is there proper provision to insure
continuous reconciliation?
What financial statements or accounting statistics are prepared for use of
executives, and how often?
(a) Daily
(b) Weekly
(c) Monthly
(d) Other periods
What mechanical devices are in use by
(a) Cashier
(b) Bookkeepers
(c) Billing department
(d) Voucher clerks
(e) Storekeeper
(f) Pay-roll department
(g) Cost department
The mechanics of the client's system
would be best set forth by means of
sample forms. If obtainable, attach
full sets of the following and of any
other which will help in explaining the
facts called for in this questionnaire:
(a) Sales orders
(b) Purchase orders
(c) Outgoing invoices
(d) Voucher or voucher jacket
(e) Storekeeper's forms
(f) Pay-roll department forms
(g) Special cost department forms

With answers to this questionnaire in the
hands of the accountant, it should be possible for him to plan intelligently the work
to be done with respect to the existing
personnel and their assignment of duties,
to visualize a realignment of functions that
would be in keeping with the best practice,
and, in general, to insure the coordination

HASKINS & SELLS

72

September

of the new plans with what will be continued of the present methods. There are
no details of when, where, why, and how an
accounting organization is doing its work
that are unimportant when planning to
make any changes therein.
(To be concluded)

PRESS

OF WILLIAM

GREEN,

NEW

YORK

